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§242.56

subcontracts, shall include terms, con-
ditions, and standards for compliance
with applicable requirements set forth
in 29 CFR parts 1, 3, and 5 and section
212 of the Act.

(e) No advance under a loan or mort-
gage that is subject to the require-
ments of section 212 shall be eligible
for insurance unless there is filed with
the application for the advance a cer-
tificate as required by HUD certifying
that the laborers and mechanics em-
ployed in construction of the project
have been paid not less than the wage
rates required under section 212.

[72 FR 67546, Nov. 28, 2007, as amended at 78
FR 8344, Feb. 5, 2013]

Subpart G—Regulatory Agree-
ment, Accounting and Re-
porting, and Financial Re-
quirements

§242.56 Form of regulation.

As long as HUD is the insurer or
holder of the mortgage, all mortgagors
shall be regulated by HUD through the
use of a regulatory agreement in a pub-
lished format determined by HUD and
such additional covenants and restric-
tions as may be determined necessary
by HUD on a case-by-case basis. In ad-
dition, all mortgagors shall be subject
to the provisions of 24 CFR part 24 and
such other enforcement provisions as
may be applicable. The mortgagor
shall be subject to monitoring by HUD
and its agents and contractors, on an
ongoing basis for the life of the insured
mortgage to ensure against the risk of
default, and the mortgagor must make
its financial records available to HUD
and its agents and contractors upon re-
quest. In those cases in which the hos-
pital facility is leased as permitted by
§242.72, the provisions of this section
also shall apply to the lessee.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35923, June 25, 2008]

§242.57 Maintenance of hospital facil-
ity.

The mortgagor shall maintain the
hospital’s grounds, buildings, and the
equipment financed with mortgage pro-
ceeds in good repair, and shall prompt-
ly complete such repairs and mainte-
nance as HUD considers necessary.

24 CFR Ch. Il (4-1-16 Edition)

§242.58 Books, accounts, and financial
statements.

(a) Books and accounts. The mortga-
gor’s books and accounts relating to
the operation of the physical facilities
of the hospital shall be established in a
manner satisfactory to HUD, and shall
be kept in accordance with the require-
ments of HUD as long as the mortgage
is insured or held by HUD.

(b) Financial reports. The mortgagor
shall file with HUD:

(i) Annual audited financial state-
ments in accordance with the guidance
below;

(ii) Quarterly unaudited financial re-
ports, within 40 days following the end
of each quarter of the mortgagor’s fis-
cal year;

(iii) If requested by HUD, monthly fi-
nancial reports within 40 days fol-
lowing the end of each month;

(iv) Board-certified annual financial
results within 120 days following the
close of the fiscal year (if the annual
audited financial statement has not
yvet been filed with HUD) and at such
other times as HUD may designate on a
case-by-case basis; and

(v) Such other financial and utiliza-
tion reports as HUD may require.

(c) Audits. (1) Not-for-profit and state
and local governments shall conduct
audits in accordance with the Consoli-
dated Audit Guide for Audits of HUD
Programs (Handbook 2000.04) and2 CFR
part 200, subpart F.

(2) For-profit organizations shall con-
duct audits in accordance with the
Consolidated Audit Guide for Audits of
HUD Programs (Handbook 2000.04).

(d) Changes in accounting policies. The
annual audited financial statements
shall identify any changes in account-
ing policies and their financial effect
on the balance sheet and on the income
statement.

(e) Compliance reporting. The mort-
gagor shall instruct the auditor of the
annual financial statement to include
in its report an evaluation of the mort-
gagor’s compliance with the Regu-
latory Agreement.

(f) Books of management agents. The
books and records of management
agents, lessees, operators, managers,
and affiliates, as they pertain to the
operations of the hospital, shall be
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